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SUBJECT GM TO CLOSE DOWN AUTOMOTIVE MANUFACTURING OPERATIONS 
IN ARGENTINA 

REF: STATE 194978 

1 . LOCAL PRESIDENT OF G.M. IN ARGENTINA CALLED ON 
AMBASSADOR AUG 4 TO INFORM HIM THAT GM WOULD CLOSE 
DOWN ITS AUTOMOTIVE MANUFACTURING OPERATIONS IN 
ARGENTINA WITHIN THE NEXT TWO MONTHS. HE SAID THAT 
THE COMPANY HAD BEEN LOSING MONEY IN ARGENTINA SINCE 
THE LAST QUARTER OF 1977, AND THERE WAS NO PROSPECT 

OF MAKING ITS ARGENTINE OPERATIONS PROFITABLE. BEFORE 
CLOSING DOWN, GM WILL ATTEMPT TO ENSURE THAT THERE 
WILL BE AN ADEQUATE SUPPLY OF SPARE PARTS TO SERVICE 
THE 300,000 GM CARS CURRENTLY OPERATING IN ARGENTINA. 
APPROXIMATELY 4,000 WORKERS WILL BE PUT OUT OF WORK. 

GM SUBCONTRACTORS WILL CONTINUE TO MANUFACTURE 
LOCOMOTIVES IN ARGENTINA BUT WILL BE UNABLE TO ABSORD 
ANY SIGNIFICANT NUMBER OF THE PERSONNEL FROM THE AUTOMOTIVE 
OPERATIONS. 

2. COMMENT. MINISTER OF ECONOMY MARTINEZ DE HOZ HAS 
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FOR SOME TIME BEEN ADVOCATING THE REDUCTION OF THE 
NUMBER OF AUTOMOTIVE COMPANIES MANUFACTURING IN 
ARGENTINA BECAUSE THEIR COMBINED CAPACITY GREATLY 
EXCEEDS THE DEMAND OF THE LIMITED ARGENTINE MARKET, 

RESULTING IN HIGH COST AND INEFFICIENT PRODUCTION. 

A SHAKEDOWN WAS THEREFORE NOT TOTALLY UNEXPECTED, 
PARTICULARLY IN VIEW OF THE GOA'S PLANS TO OPEN THE 
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LOCAL AUTOMOTIVE INDUSTRY TO FOREIGN COMPETITION. 
GM HAD BEEN STEADILY LOSING ITS COMPETITIVE POSITION 
SINCE 1970, WHEN IT PRODUCED 32,800 CARS AND HAD 
14.9 PERCENT OF THE MARKET. FOR THE FIRST SIX 
MONTHS OF 1978, ITS PRODUCTION TOTALED ONLY 3,850 
CARS AND ITS SHARE OF THE MARKET WAS DOWN TO 5.4. 
PERCENT - A SHARE WHICH IS SO LOW THAT IT IS 
UNLIKELY TO HELP OTHER REMAINING CAR MANUFACTURERS 
THAT MUCH. WE MAY THEREFORE SEE STILL FURTHER 
CONSOLIDATION OF THE INDUSTRY. PSYCHOLOGICALLY, THE 
PULLOUT OF GM, ONE OF THE STRONGEST US COMPANIES, 
COULD ADVERSELY AFFECT BUSINESS CONFIDENCE AND 
PARTICULARLY THAT OF FOREIGN COMPANIES INTERESTED 
IN INVESTING IN ARGENTINA. 
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